
359 

RHS, RBS, RUS, FSA, USDA § 1980.405 

providing for the guarantee of loans to 
assist in alleviating distress caused to 
rural business entities, directly or indi-
rectly, by drought, freeze, storm, ex-
cessive moisture, earthquake, or re-
lated conditions occurring in 1988 or 
1989, and providing for the guarantee of 
loans to such rural business entities 
that refinance or restructure debt as a 
result of losses incurred, directly or in-
directly, because of such natural disas-
ters. See this subpart and its appen-
dices, especially appendix K, con-
taining additional regulations for these 
loans. 

Drought and Disaster guaranteed loans. 
Guaranteed loans authorized by section 
331 of the Disaster Assistance Act of 
1988 (Pub. L. 100–387), providing for the 
guarantee of loans to assist in alle-
viating distress caused to rural busi-
ness entities, directly or indirectly, by 
drought, hail, excessive moisture, or 
related conditions occurring in 1988, or 
providing for the guarantee of loans to 
such rural business entities that refi-
nance or restructure debt as a result of 
losses incurred, directly or indirectly, 
because of such natural disasters. 

Hurricane Andrew. A hurricane that 
caused damage in southern Florida on 
August 24, 1992, and in Louisiana on 
August 26, 1992. 

Hurricane Iniki. A hurricane that 
caused damage in Hawaii on September 
11, 1992. 

Letter of conditions. Letter issued by 
FmHA or its successor agency under 
Public Law 103–354 to a borrower set-
ting forth the conditions under which 
FmHA or its successor agency under 
Public Law 103–354 will make a direct 
(insured) loan from the Rural Develop-
ment Insurance Fund. 

Loan classification system. The process 
by which loans are examined and cat-
egorized by degree of potential for loss 
in the event of default. 

Microburst wind. A violently descend-
ing column of air associated with a 
thunderstorm which causes straight- 
line wind damage. 

Problem loan. A loan which is not per-
forming according to its original terms 
and conditions or which is not expected 
in the future to perform according to 
those terms and conditions. 

Public body. A municipality, political 
subdivision, public authority, district, 
or similar organization. 

Seasoned loan. A loan which: 
(1) Has a remaining principal guaran-

teed loan balance of two-thirds or less 
of the original aggregate of all existing 
B&I guaranteed loans made to that 
business. 

(2) Is in compliance with all loan con-
ditions and B&I regulations. 

(3) Has been current on the B&I guar-
anteed loan(s) payments for 24 consecu-
tive months. 

(4) Is secured by collateral which is 
determined to be adequate to insure 
there will be no loss on the B&I guar-
anteed loan. 

State. Any of the fifty States, the 
Commonwealth of Puerto Rico, the 
Virgin Islands of the United States, 
Guam, American Samoa, and the Com-
monwealth of the Northern Mariana Is-
lands. 

Typhoon Omar. A typhoon that 
caused damage in Guam on August 28, 
1992. 

Working capital. The excess of current 
assets over current liabilities. It iden-
tifies the relatively liquid portion of 
total enterprise capital which con-
stitutes a margin or buffer for meeting 
obligations within the ordinary oper-
ating cycle of the business. 

[52 FR 6501, Mar. 4, 1987, as amended at 53 FR 
40401, Oct. 17, 1988; 54 FR 4, Jan. 3, 1989, and 
54 FR 26946, June 27, 1989; 54 FR 42483, Oct. 17, 
1989; 55 FR 19245, May 8, 1990; 57 FR 45969, 
Oct. 5, 1992; 67 FR 78130, Dec. 23, 2002] 

§ 1980.403 Citizenship of borrowers. 
Loans to individuals will be made or 

guaranteed only to those who are citi-
zens of the United States or reside in 
the United States after being legally 
admitted for permanent residence. At 
least 51 percent of the outstanding in-
terest in any corporation or organiza-
tion-type applicant must be owned by 
those who are either citizens of the 
United States or reside in the United 
States after being legally admitted for 
permanent residence. 

§ 1980.404 [Reserved] 

§ 1980.405 Rural areas. 
The business financed with a B&I 

loan must be located in a rural area. 
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